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Agenda Memorandum

SUBJECT: Councillor’s Bill No. 3 re Proposed Economic Development Assist

City Council Meeting
January 24, 2011

with Drury Development Corporation

Prepared By: Susan F. Grafton, Economic Development Manager

Recommended City Council Action

Pass Councillor’s Bill No. 3 on first reading authorizing the City Manager to execute and implement an
Economic Development Agreement with Drury Development Corporation.

Summary Statement

Drury Hotels, LLC is a family owned business headquartered in St. Louis, Missouri, and operates
over 130 hotels in 20 states (see attached).

Drury Development Corporation, the development arm of Drury Hotels, is planning to construct a
180 room Drury Inn & Suites hotel in Westminster at the Church Ranch Boulevard and U.S. 36
interchange. Construction will begin in the second quarter of 2011 with completion anticipated in
spring of 2012. The project represents a $13.5 million investment.

Assistance is based on the City’s desire to attract new businesses along US 36, diversify revenue
sources within the City, as well as to encourage construction activity during the first half of 2011.

Should Drury decide to cease operations in Westminster within 5 years of the approval of this
EDA, the assistance would have to be reimbursed to the City by the company.

Drury continues to evaluate the timing for development of their Westminster site in relation to
other potential sites throughout the midwestern and southeastern United States.

Expenditure Required: $392,000 (Rebates)

Source of Funds: The EDA with Drury Development Corporation will be funded through

revenue received from the accommodations tax generated by this project.
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Policy Issue

Should the City provide assistance to Drury Development Corporation based on the City’s desire to
attract new businesses along US 36, diversify revenue sources within the City, and encourage
construction activity during the first half of 2011 in Westminster?

Alternatives

Do Nothing: One alternative is to offer no assistance to this company. Though the company may
eventually construct a project in Westminster if assistance is not provided, the City’s desire to encourage
construction activity in the US 36 corridor during the first half of 2011 would not be supported.

Provide Less: Another alternative is to provide less assistance than what is recommended. The rebate
proposed is what Staff believes is necessary to assist this project in moving forward.

Provide More: A third alternative would be to provide a greater amount of assistance than recommended.
It is staff's opinion that additional assistance is not needed.

Background Information

Drury Hotels, LLC was founded in 1973 in Sikeston, Missouri and is a family-owned business. Drury
has over 4,000 employees and 130 hotels in 20 states. Drury Inn and Suites is a mid-range product in
terms of costs and quality with amenities such as indoor/outdoor pools, exercise rooms, free wireless
internet, and free breakfasts.

Competing hotel locations locally included sites in Thornton, Broomfield and Louisville. The
Westminster project was also competing nationally for corporate dollars against projects in other parts of
the U.S. Because Drury Hotels only funds a couple of new projects per year, the EDA helps solidify the
project in Westminster for 2011.

The acquisition of a 3.3 acre site in Westminster will allow the company to construct a 7 story, 180 room,
hotel on the Westminster Gateway site located at the southwest corner of the intersection of US 36 and
Church Ranch Boulevard (formerly the RTD Park-n-Ride property). The Drury Inn & Suites project
represents a $13.5 million investment by the company in Westminster. Drury is anticipated to generate
approximately $5 million in stabilized sales in the fourth year of operation with an annual payroll of
$840,000 (they are projecting hiring 30 to 40 employees).

Proposed Assistance

There was a real possibility of losing this project to another location in Metro Denver. That has been
resolved. Now the City needs to encourage the Drury Development Corporation to build the new
Westminster hotel in 2011, instead of a project in another part of the country. To meet that goal, staff
recommends the following assistance to be paid over a three year period:
Approximate
Value

Accommodations Tax Rebate $392,000
40% of the accommodations tax during the first 36 months of operation
will be rebated ($14,000,000 in sales, in years one through three, x 7%
accommodations tax = $980,000 x 40% = $392,000)
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Conclusion

This assistance package is based upon the City’s goal to attract new businesses along US 36, diversify
revenue sources within the City, and encourage construction activity during the first half of 2011. The
Drury Development Corporation project is an important project for the City to capture during the first half
of 2011 in the US 36 corridor to help demonstrate vibrancy and encourage further development. The
proposed assistance package supports an effort to move the project forward in the near-term and meets
two of the City’s strategic plan goals: Financially Sustainable City Government Providing Exceptional
Services; and a Strong Balanced Local Economy.

Respectfully submitted,

Stephen P. Smithers
Acting City Manager

Attachments
1) Councillor’s Bill
2) Agreement
3) Drury Inn Story



BY AUTHORITY

ORDINANCE NO. COUNCILLOR'S BILL NO. 3

SERIES OF 2011 INTRODUCED BY COUNCILLORS

A BILL
FOR AN ORDINANCE AUTHORIZING AN ECONOMIC DEVELOPMENT AGREEMENT
WITH DRURY DEVELOPMENT CORPORATION

WHEREAS, the successful attraction and retention of high quality development to the City of
Westminster provides employment opportunities and increased revenue for citizen services and is
therefore an important public purpose; and

WHEREAS, it is important for the City of Westminster to remain competitive with other local
governments in creating assistance for high quality development to locate in the City; and

WHEREAS, Drury Development Corporation plans to construct a 180-room hotel on the
Westminster Gateway site in Westminster; and

WHEREAS, a proposed Economic Development Agreement between the City and Drury
Development Corporation is attached hereto as Exhibit "A" and incorporated herein by this reference.

NOW, THEREFORE, pursuant to the terms of the Constitution of the State of Colorado, the
Charter and ordinances of the City of Westminster, and Resolution No. 53, Series of 1988:

THE CITY OF WESTMINSTER ORDAINS:

Section 1. The City Manager of the City of Westminster is hereby authorized to enter into an
Economic Development Agreement with Drury Development Corporation in substantially the same form
as the one attached as Exhibit "A,” and upon execution of the Agreement to fund and implement said
Agreement.

Section 2. This ordinance shall take effect upon its passage after second reading.

Section 3. This ordinance shall be published in full within ten days after its enactment.

INTRODUCED, PASSED ON FIRST READING, AND TITLE AND PURPOSE ORDERED
PUBLISHED this 24th day of January, 2011.

PASSED, ENACTED ON SECOND READING, AND FULL TEXT ORDERED PUBLISHED
this 14th day of February, 2011.

ATTEST:

Mayor

City Clerk

APPROVED AS TO LEGAL FORM:

City Attorney’s Office



Exhibit “A”
ECONOMIC DEVELOPMENT AGREEMENT FOR
DRURY DEVELOPMENT CORPORATION WITH THE CITY OF WESTMINSTER

THIS ECONOMIC DEVELOPMENT AGREEMENT is made and entered into this day
of , 2011, between the CITY OF WESTMINSTER (the “City”), and the Drury
Development Corporation, a Missouri corporation (“Drury”).

WHEREAS, the City wishes to provide assistance to Drury to aid in the development of a hotel in
the City; and

WHEREAS, Drury plans to furnish and operate a 180-room hotel on the Westminster Gateway
site (the “Hotel™),

WHEREAS, City Council finds the Hotel will provide additional revenue to the City, create jobs,
and enhance business and tourism within the City, and that the execution of this Economic Development
Agreement will advance the public interest and welfare of the City and its citizens by securing the
location of this economic development project within the City.

In consideration of the mutual promises set forth below, the City and Drury agree to the
following:

1. Accommodations Tax Rebates. For the period of 36 calendar months commencing on the date that
Drury obtains a Certificate of Occupancy for its Hotel, the City will rebate 40% of the Westminster
Accommodations Tax that is required to be collected and paid to the City pursuant to W.M.C. Section 4-
4-2 in connection with the operation of a Drury Inn & Suites. Rebates will be based on Drury’s monthly
accommodations tax return for operations that occurred within the City of Westminster. The total rebate
shall not exceed $392,000.

2. Payments of Rebates. The rebates to Drury by the City shall be paid in quarterly installments
from accommodations tax revenue actually collected and received by the City in connection with the
operations of a Drury Inn & Suites. Payments of each quarterly installment shall be paid to Drury by the
City within thirty (30) days following the end of each calendar quarter. All payments by the City shall be
made electronically to Drury’s designated financial institution or other account.

3. Entire Agreement. This Agreement shall constitute the entire agreement between the City and
Drury and supersedes any prior agreements between the parties and their agents or representatives
concerning the same subject matter, all of which are merged into and revoked by this Agreement with
respect to its subject matter.

4. Termination. This Agreement shall terminate and become void and of no force or effect upon
the City if Drury has not commenced construction of the Hotel by September 30, 2011 or should Drury
not comply with the City regulations or code.

5. Business Termination. In the event Drury ceases Hotel operations within the City at any time
prior to December 31, 2016, then Drury shall repay to the City the total amount of rebated tax revenue
received by Drury pursuant to this Agreement, and no further rebates shall be due or payable pursuant to
this Agreement.

6. Subordination. The City's obligations pursuant to this Agreement are subordinate to the City’s
obligations for the repayment of any current or future bonded indebtedness and are contingent upon the
existence of a surplus in sales and use tax revenues in excess of the sales and use tax revenues necessary
to meet such existing or future bond indebtedness. The City shall meet its obligations under this
Agreement only after the City has satisfied all other obligations with respect to the use of sales tax
revenues for bond repayment purposes. For the purposes of this Agreement, the terms “bonded
indebtedness,” “bonds,” and similar terms describing the possible forms of indebtedness include all forms
of indebtedness that may be incurred by the City, including, but not limited to, general obligation bonds,



revenue bonds, revenue anticipation notes, tax increment notes, tax increment bonds, and all other forms
of contractual indebtedness of whatsoever nature that is in any way secured or collateralized by sales and
use tax revenues of the City.

7. Annual Appropriation. Nothing in this Agreement shall be deemed or construed as creating a
multiple fiscal year obligation on the part of the City within the meaning of Colorado Constitution Article
X, Section 20, and the City's obligations hereunder are expressly conditional upon annual appropriation
by the City Council.

8. Governing Law: Venue. This Agreement shall be governed and construed in accordance with
the laws of the State of Colorado. This Agreement shall be subject to, and construed in strict accordance
with, the Westminster City Charter and the Westminster Municipal Code. In the event of a dispute
concerning any provision of this Agreement, the parties agree that prior to commencing any litigation,
they shall first engage in good faith the services of a mutually acceptable, qualified, and experienced
mediator, or panel of mediators for the purpose of resolving such dispute. The venue for any lawsuit
concerning this Agreement shall be in the District Court for Jefferson County, Colorado.

DRURY DEVELOPMENT CORPORATION CITY OF WESTMINSTER
By: By:
Larry Hasselfeld J. Brent McFall
Senior Vice President City Manager
ATTEST:

Linda Yeager
City Clerk

APPROVED AS TO LEGAL FORM:

City Attorney’s Office

Adopted by Ordinance No.



The Drury Story

It all started on a small farm in the Bootheel of Southeast
Missouri back in the 1940's. Kelso, Missouri, to be exact.
Maybe you've heard of the famous kettle beef and
chicken & dumplings served at every wedding reception
held at the Kelso Knights of Columbus Hall for the past
half century. Maybe not. There's not much in Kelso
except hard-working people hoping for good weather and
a bumper crop that never seems to come around quite
as often as needed. Lambert Drury and his sons

: _ supplemented their farm income (when there was any)
Missouri mules - with plastering jobs on the side. Soon their reputation for

The first doing quality work at a reasonable price allowed them to
Drury "family  grow the business into a full-time venture. First some tile
pets”. jobs, then some small construction jobs. Always focused

on quality, service, innovation and value. You see,
Lambert Drury wouldn't have it any other way.

Things didn't always go according to plan. Like the time when they hauled
the sand for a plaster job in the back of a truck that had just dropped off a
load of soybeans. Two days after the initial plaster coat had been troweled,
you can imagine the surprise of the homeowners who found their walls had
started to sprout soybeans. The Drury brothers made the job right for the
customer and learned a valuable lesson about truck beds that would later
provide the foundation for a successful hotel operation: Things can never be
too clean.

The Drury's built their very first hotel, a Holiday Inn, in Cape Girardeau,
Missouri. After making money on the rooms side of the business only to lose
it all on the restaurant and lounge side, they settled on a new hotel concept
that separated the rooms from the food & beverage operations. The first
Drury Inn opened in Sikeston, Missouri, with a rate of $10.88. The Drury
brothers had learned that you always give the customer more than what they
could get at any other hotel -- that's how you keep them coming back.
Cleaner rooms, friendlier team members, and extras that don't cost extra.

Driven by a genetically-induced desire to find
ways of making a visit to a Drury Hotel even
better, our Drury Team continued to innovate. In
1986, Drury became the first system of hotels to
offer Free QUIKSTART® Breakfast, with healthy
choices that broke through the stale-donut-and-
lukewarm-coffee-continental-breakfast barrier. We
made a splash with our first indoor/outdoor pool in Lambert Drury - foundlng
1995, Free Evening Beverages & Snacks rolled father of the Drury family
out in 1998, followed by Free High-Speed Internet business.




in 2002, Free HOT! QUIKSTART® Breakfast in
2003, Free Long Distance Calls in 2004, Free
Wireless Internet in 2007, and the Free 5:30
Kickback® with Hot Food and Cold Beverages in
2009. What's next? Free Lamps? Free Pillows?
Well, no. But stay tuned, we just can't seem to
ever leave well enough alone.

e And apparently our innovations and Free Extras are
' i @ § resonating with our guests, because for five

€ = % consecutive years (2006 - 2010) the folks at J.D.
. = Power and Associates have recognized us with the
E: -_!_! award for "Highest in Guest Satisfaction Among Mid-

S Scale Hotel Chains with Limited Service". More than

50,000 guests are surveyed each year and contribute to the Power's study.
Drury Hotels continues to be 100% family owned and operated. This is very
different than those big franchise-based hotel chains where you have one
group that owns the hotel, another that manages it, and still another that
owns the name on the building. That just doesn't work for us -- how can you
keep all that straight! You see, we like to keep things simple. And, one more
thing: "Hi, my name is Drury Hotels, and | am a control freak.” There, we've
said it. And, actually, we're rather proud of it, because it's the only way we
know of to make it right for the customer every time, every visit.

Chuck Drury, President of Drury Hotels Company,
LLC., sums it up, "We're different than the big =
T3] 7 |

franchise chains. We build, own and operate all of

our hotels. Our focus is ensuring that our guests el ]
. ) S A e T

get more for their dollar than at our competitors. If - SRR e e

we provide a consistent experience at every one Sikeston, MO - circa

of our hotels, we believe we can be the first choice 1973.

as a home away from home."

For over 30 years, Drury has continued to stick with the basics that helped
the company grow from a small plastering business in the Bootheel of
Missouri to a successful, growing system of 130 hotels in 20 states. The
exceptionally friendly and hard working team members at every Drury Hotel
share the same simple virtues that the brothers learned on the family farm
and adapted to the road . . . You are our guest, you are welcome and your
satisfaction is guaranteed!



